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Current law allocates 20% of severance taxes on natural resources other than sulphur, lignite, or timber (primarily oil & 
natural gas) to the parishes in which production occurs, up to a maximum of $750,000 per year.

Proposed law increases the maximum allocation to $2 million, effective July 1, 2007. This maximum is to be increased every
five years, beginning July 1, 2012, based on the aggregate increase in the Consumer Price Index over the prior five-year 
period.

To be submitted at the statewide election on November 7, 2006.

There is no anticipated direct material effect on governmental expenditures as a result of this measure.

The estimated additional dedication away from the state general fund and to the parish severance tax allocation displayed in
the table above is the result of a simulation of the allocation made during FY05 under the current maximum of $750,000 per
parish and the proposed maximum of $2 million per parish. Under the current maximum the parishes receive an allocation of
$28.6 million. Under the proposed maximum the parishes received an allocation of $60.8 million, resulting in an aggregate 
increase in the allocation of $32.2 million. This increased allocation would accrue to 31 of the 64 parishes. The other parishes
do not have sufficient production to receive additional monies under a greater maximum allocation.

Every five years, beginning July 1, 2012, the maximum allocation would be increased on the basis of the increase in the 
Consumer Price Index (CPI) for the most recent five-year period, and this would result in larger shares of severance tax 
collections being allocated to the parishes. For illustration purposes, a current forecast of the CPI over the 2007 - 2012 
period indicates an expected 9.7% growth over that entire 5-year period. This would result in a new maximum allocation of 
$2,194,000. Under this new maximum the FY05 allocation would be some $35.9 million greater than under current law, or 
some $3.7 million greater than under the initial increase in the maximum ($2 million) proposed by the bill.

Actual changes in the allocation will depend on the key factors of production in each parish, the prices of oil & natural gas, 
and CPI-inflation over five-year periods. Production has been adversely affected by hurricanes Katrina and Rita, but should 
be back to as near normal as possible by the effective date of this bill (mid-year 2007). Oil & gas prices are the most volatile
factors, but current price forecasts for 2007-2008 are similar to the actual prices experienced in FY05. Thus, the allocation in
FY05 is likely a reasonable basis for the estimates associated with this bill in the near-term. In addition, changes in 
production and prices would affect both the underlying current law baseline and the simulated proposed law result equally. 
The difference between these two calculations at different maximum allocations is the fiscal effect of the bill and this 
difference is likely to be less affected by production and price volatility.
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